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There is a considerable quantity of scrap materials consisting of 
such items as borings, chips, spoiled castings, gates and sprues which 
are returned to Stores to be put into process again. In this case, as 
well as in the case of raw metal returned to Stores, the same Form 
1 is used except that the entries are made in red ink throughout, 
meaning a debit to Stores accounts instead of a credit and the same 
routine as for requisitioning materials is followed but in reversed 
order. However, in connection with Spoiled Castings, which require 
close attention, a special detailed analysis is also compiled for the 
Superintendent who takes whatever action he deems advisable to re- 
duce them to a minimum. 


Consequently, from the Summary of Materials Consumed, men- 





tioned above, can be obtained all the information needed by the Ccst 
Office, concerning both direct and indirect materials withdrawn from 
or returned to Stores. 


(b) Wages 

Both the productive and non-productive workers are paid at 
hourly rate except the moulders who are paid on straight piece rate 
and the foremen who are paid by the week. All workers, except the 
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foremen, punch time clocks which register the time of arrival and 
ieparture of each employee on Slips (Form 3). In addition, those 
n hourly rate complete Time Cards daily (Form 4), of a different 
olor for each department, which are approved by the respective fore- 
men, and those on straight piece-rate have their output entered each 
day by a special clerk on the Moulders Records of Production (Form 
5) which are also approved by the foremen concerned. 

The Time Cards and Moulders Records of Production are com- 
pared by the Timekeeper with the time clock Slips to verify the hours 
worked and presence of each man on the days reported by the forms 
and if found correct the Payroll (Form 6) is written up from them. 

At the end of each month the total wages as shown by the payroll 
(including accrual) are distributed to the proper accounts on the Pay- 
oll Distribution (Form 7). 


(c) Manufacturing Expenses 

The bulk of the Manufacturing Expenses will be given by the 
Summary of Materials Consumed and the Payroll Distribution to which 
reference has already been made. The balance of Manufacturing Ex- 
penses will be obtained from an Advice of Manufacturing Exvenses 
(Form 8) issued by the General Office showing the distribution of 
manufacturing expenses originating from the Purchase Journal, th2 
Cash Book and the General Journal. 


The Cost Ledger 
For practical reasons, the following accounts concerning manu- 
facturing are kept in a Separate book called Cost Ledger:— 


1. Stores (a) Copper 
(b) Lead 
(c) Tin 
(d) Zine 
(e) Babbitt 
(f) Miscellaneous Stores 
(gz) Sand 
(h) Coal. 


2. Finished Goods (a) Class 1 
(by). * -2 
(c) aa: 
(d) “A 
3. Manufacturing Expenses—Deferred Charges (a) Insurance 


(b) Taxes 

(c) Reprs & Main- 
tee — Furnace 
Lining 

(d) Miscellaneous 
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Manufacturing Expenses—Accrued Liabilities (a) Wages 








Materials in Process (a) Melting Dept. 
(b) Moulding ” 
(c) Fettling ” 
(d) Lining 


Wages in Process (a) Melting Dept. 
(b) Moulding 
(c) Fettling 
(d) Lining 


Manufacturing Expense—Melting Dept. 


Manufacturing Expense—Moulding Dept. 
Manufacturing Expense—Fettling Dept. 
Manufacturing Expense—Lining Dept. 


Manufacturing Expense—General Plant 


(b) Power 

(c) Light 

(d) Water 

(e) Workmen’s 
Compensation 

(f) Miscellan- 

eous. 


(a) Supervision 

(b) Indirect Labor 

(c) Power 

(d) Electrodes & 
Nipples 

(e) Reprs. & Mtnee.— 
Furnace Lining 

(f) Reprs. & Mtnce.— 
Equipment 

(gz) Flasks 

(h) Supplies 

(i) Depreciation 

(j) Other Dept. Ex- 
penses. 

(Same as for Melting 
Dept.) 

(Same as for Melting 
Dept.) 

(Same as for Melting 
Dept.) 

(a) General Ma‘nten- 
ance 

(b) Watching 

(c) Medical 

(d) Heating 

(e) Power & Light 

(f) Water 

(gz) Electrical Repairs 
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(h) Workmen’s 
Compensation 
(i) Shipping & 
Fre‘ ght 
(j) Storekeeping 
(k) Laboratories 
(1) Loss on Defectives 
(m) Devreciation 
(n) Miscellaneous 
12. Manu’acturing Expense—Plant Admin’‘s- 
tration (a) Superintendence 
(b) Clerical 
(ce) Purchasing 
(d) Costing 
(e) Taxes 
(f) Insurance 
(zg) Miscellaneous 
13. General Ledger Controlling Account. 
Posting to Cost Ledger 
From the Summary of Materials Consumed (Form 2), the follow- 
ing entries are made:— 


Dr Materials in Process — Depts. Concerned (with direct 
_ material) 

Manufacturing Expense — Accts. ecncerned (with indirect 
material) 


Cr Stores—Accounts concerned (with all mater‘als concerned). 
From the Payroll Distribution (Form 7), the following entries 
are made:— 
Dr Wages in Process—Depts. concerned (with direct wages). 
Manufacturing Expense — Accts. concerned (with indirect 
wages.) 
Cr General Ledger Controlling Account (with wages paid). 
Manufacturing Expense—Accrued Liabilities —- Wages (with 
wages accrued). 
The accrual for Wages is reversed on the first of the follow’ng 
month, as follows:— 
Dr Manufacturing Expense—Accrued Liabilities—Wages. 
Cr Wages in Process—Depts. concerned. 
Manufacturing Expense—Accounts concerned. 
From the Advice of Manufacturing Expense (Form 8), the follow- 
ing entries are made:— 
Dr Manufacturing Expense—Accounts concerned. 
Cr General Ledger Controlling Account. 
When accruing liabilities for certain manufacturing expenses is 
necessary, the following entries are made:— 
Dr Manufacturing Expense—Accounts concerned. 
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Cr Manufacturing Expense—Accrued Liabilities—Accounts con- 
cerned. 
When deferring charges for certain manufacturing expenses is 
necessary, the following entries are made:— 
Dr Manufacturing Expense—Deferred Charges — Accsunts con- 
cerned. 
Cr Manufacturing Expense—Accounts concerned. 
From the Salary Distribution (Form 18), received from the Gene- 
ral Office, the following entries are put through:— 
Dr Manufacturing Expense—Plant Administration—Superintend- 
ence 
BP eer ae —-Clerical 
— —Purchasing 
” Ve wane, o —Costing 





Cr General Ledger Controlling Account. 

From the Memo on Depreciation received from the General Office, 
the following entries are made:— 

Dr Manufacturing Expense—Department concerned—Depreciation 


” ” ” 


—General Plant — 

Cr General Ledger Controlling Account. 

The three elements of cost of all the work put into process during 
the month have now been recorded by the preceding entries. 

Under a process costing system the cost value of uncompleted 
wcrk has to be estimated so as to be able to determine the manufactur- 
ing cost of the work transferred to Finished Goods Stores. Because 
estimates are always inaccurate and further, because in the case of 
Journal Bear‘ngs there is no serious reason ‘or ending the month 
with work in process, due to the fact that a sufficient stock is kept at 
all times to satisfy the custcmers’ requirements, the rule adopted in 
the Foundry under study is that on the last day of each month the 
operations are carried solely to finish work which has been started 
on previous days. Consequently, the unfinished product, if any, in 
each department at the end of the month is so neg igible that it is 
ignored for costing purposes. 

Therefore, the following ledger entries can now be written to 
transfer the cost of goods manufactured during the month to Finished 
Goods Stores. The Cost of Journal Bearings by Classes (Statement 1) 
already described under Weighted Averages has to be previously 
built up, however, in order to obtain the figures for the debits to the 
four classes of Finished Goods. 


Dr Finished Goods —Classes concerned. 
Cr Materials in Process —Departments concerned. 
Wages in Process —Departments concerned. 


Manufacturing Expense—Accounts concerned. 
Stores purchase invoices are approved and numbered in duplicat2 
by the Purchasing Department, the duplicate copies being forwarded 
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to the Cost Office. From these duplicate invoices, the Cost Office 
makeg out an Analysis of Stores Purchase Invoices (Form 9), from 
which the following journal entries are made:— 

Dr Stores—Accounts concerned. 

Cr General Ledger Controlling Account. 

One more entry is now required to complete the Cost Ledger 
monthly transactions viz.: the transfer of the Cost of Sales to the 
General Ledger. The information is obtained by the following pro- 








cedure: 

When goods are ordered by a customer, a Sales Order (Form 10) 
is issued in duplicate by the Sales Office; the duplicate copy is kept by 
the latter for reference and the original copy is sent to the Shipping 
Department to serve as its authority to ship the goods. From this 
Sales Order, the Shipping Department issues a Del'very Bill (Form 
11) in quadruplicate; the quadruplicate copy is kept by the Shipping 
Department for reference; the triplicate copy is sent to the Finished 
Goods Stores and serves aS an authority to the Storekeeper to deliver 
the goods; the duplicate copy is sent to the General Office to make out 
the Invoice and the original copy is sent with the goods to the cus- 
tomer who receipts and returns it to the Shipping Department to serve 
as a proof that the goods have been received. 

From the triplicate copies of the Delivery Bill a Summary of 
Shipments (Form 12) is made monthly by the Finished Goods Store- 
keeper which gives the necessary data to the Cost Office for the follow- 
ing entries :— 

Dr General Ledger Controlling Account (with Cost of Sales for 

each class) 

‘Cr Finished Goods—Classes concerned. 

It must be noted here that both the Debits and the Credits t» 
Finished Goods accounts are made showing both the weight and 
dollar value and that the goods are charged out at the average cost 
of each class. 


The General Ledger 
The following accounts are kept in the General Ledger: 


Assets: 
1. Cash in Bank 
2. Petty Cash Fund. 
3. Accounts Receivable Controlling Account, 
1. Reserve for Bad and Doubtful Debts. 
5. Bills Receivable. 
6. Deferred Charges (a) Salaries 


(b) Business Tax 
(c) Capital Tax 
(d) Stationery 
(e) Miscellaneous. 
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7. Land. 
8. Buildings. 

9. Reserve for Depreciation—Buildings. 

10. Plant and Machinery. 

11. Reserve for Depreciation—Plant & Machinery. 

12. Autos and Trucks. 

13. Reserve for Depreciation—Autos and Trucks. 

14. Furniture and Fixtures. 

15. Reserve for Depreciation—Furniture and Fixtures. 
16. Cost Ledger Controlling Account. 


Liabilities: 


20. Accounts payable Controlling Account, 

21. Sales Tax Payable. 

22. Accrued Liabilities (a) Legal & Audit Fees 
(b) Transfer Agents Fees 
(c) Miscellaneous. 

23. Capital Stock—Common. 

24. Capital Surplus. 

25. Revenue Surplus. 


Profit and Loss: 


30. Sales—Class 1 


ae, ee a 
= a 
— ”" 4 
31. Cost of Sales—Class 1 
2). ap 
es 9 3 
— ” 4 
32. Selling Expenses a (a) Salar‘es & Commissions 
(b) Travelling & Enter‘ainment 
(ec) Advertising. 


Co 


33. Administration Expenses (a) Salaries—Executive 
(b) Salaries—Clerical 
(c) Stationery & Office Supplies 
(d) Telephone & Telegraph 
(e) Legal & Audit Fees 
(f) Business Tax 
(g) Capital Tax 
(h) Postage & Excise Stamps. 
34. Financial Charges — (a) Discounts Payab'e 
(b) Exchange Payable 
(c) Transfer Agents’ Fees 
(d) Interest Payable 
Provision for Bad Debts. 
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35. Financial Credits — (a) Discounts Receivable 
(b) Exchange Receivable 
(c) Interest Receivable. 


Posting to General Ledger 
From the Cash Book (Form 13) the following entries are made:— 


Cash Receipts 
Dr Cash in Bank 
Discount Payable 
Cr Accounts Receivable Controlling Account 
Bills Receivable 
Other accounts affected (Cost Ledger, Selling, Adm. Fin. e*c.) 


Cash Disbursements 
Dr Accounts Payable 
Other accounts affected (Cost Ledger, Selling, Adm. Fin. etc.) 
‘Cr Discounts Receivable 
Cash in Banks. 
From the Purchase Journal (Form 14) the following entries are 
made:— 
Dr Cost Ledger Controlling Account (for Stores items) 
Cost Ledger Controlling Account (for Mfg. Exp. items) 
Selling Expense (Accounts concerned as per analysis) 
Administration Expense (Accounts concerned as per analysis) 
Other accounts affected (Fixed Assets, Deferred Charges, etc.) 
Cr Accounts Payable Controlling Account. 
From the Bills Receivable Book (Form 15) the following entries 
are made:— 
Dr Bills Receivable 
Cr Accounts Receivable Controlling Account. 
From the Sales Book (Form 16) the following entries are made:— 
Dr Accounts Receivable Controlling Account 
Cr Sales—Class 1 


” 2 
ae ” 3 
packs, ” 4 


Sales Tax Payable. 

From the General Journal (Form 17) the folowing entries are 
made :— 

Dr Accounts Receivable Controlling Account 

Accounts Payable Controlling Account 

Cost Ledger Controlling Account 

Other accounts affected (Fixed Assets, Selling, Adm. Fin. etc.) 
Cr Accounts Receivable Controlling Account 

Accounts Payable Controlling Account 

Cost Ledger Controlling Account 

Other accounts affected (Fixed Assets, Selling, Adm. Fin. etc.) 
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When salaries are paid they are all charged to Deferred Charges 
—Salaries account through the Cash Book. At the end of the month 
a Salary Distribution is made (Form 18) a copy of which is sent to 
the Cost Office and the following entries are put through:— 

Dr Cost Ledger Controlling Account (with manufacturing salaries) 

Selling Expense—Salaries 
Administration Expense—Salaries—Executive 
. sy — ” —Clerical 

Cr Deferred Charges—Salaries. 

The write off of Depreciation on Fixed Assets is charged by the 
following entries and a memo is sent to the Cost Office:— 

Dr Cost Ledger Controlling Account 

Cr Reserve for Depreciation—Buildings 

“i ” 2 —Plant and Machinery 
és a ‘i —Autos and Trucks 
é is és —Furniture and Fixtures. 

From a memo received from the Cost Office, the information for 
which is taken from the Summary of Shipments (Form 12) the follow- 
ing entries are made. These complete the General Ledger trans- 
actions for the month. 



























Dr Cost of Sales—Class 1 
aT sists oe on ee 
, ” ” pee ” 3 





Cr Cost Ledger Controlling Account 





Chapter IV 
Standard Cost 
Definition of Standard 
The term “STANDARD” as used in this system is interpreted as 
meaning An Ideal of Accomplishment and Standards are set up as a 


means of determining variations from expectations and also as a 
measure of performance. ' 


Basic Rates 

The first step in setting Standards is the establishment of Basic 
Rates for Direct Materials, Direct Labour and Manufacturing Ex- 
penses. These Basic Rates are influenced or determined by the after 
mentioned factors :— 


Direct Material: (a) By the estimated quantity to be pur- 
chased. 
(b) By the expected market conditions. 
(c) By the quality to be used. 
(d) By probable waste and spoilage. 
Direct Lebour: (a) By the data of past performance. 
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(b) By the probable changes in wage rates. 
(c) By expected changes in equipment used. 
(d) By expected changes in operation. 

(e) By time studies. 


Manufacturing Expenses: (a) By the capacity at which the plant is 
expected to be operated. 
(b) By expected economies on past periods. 
(c) By expected extraordinary expenditures 
on past periods. 


Accounting Procedure 

In view of the simplicity of the product manufactured, it is con- 
sidered more practical and as serving satisfactorily the purpose, to 
just keep statistical records of Standard Costs rather than to incor- 
porate them on the accounting books. Consequently, the accounting 
books are kept at Actual Cost only and variances from Standard 
Costs are determined by Statistical Analysis. A statement showing 
the Standard Costs of the expected production for the follow!:ng 
period will be described in the next chapter, under Budgetary Control 
(See Statement 3). 


Statement of Responsibility 

Comparison between Actual and Standard Costs with their Varia- 
tions provides information of importance in measuring manufactur- 
ing efficiency. The only way to keep this manufacturing efficiency 
under control, or in other words, to maintain standards, is by bringing 
constantly to the mind of each executive responsible, the Variations 
arrived at. This is done by preparing a Statement of Responsibility 
for Variations from Standard Costs which summarizes the differences 
hetween Actual and Standard Costs and the reasons deduced after 
a careful study of them. 

The following is an example of the Responsibility for some of the 
more obvious Variations from Standards:— 


(1) Variations due to price differences 
—Purchasing Dept. 


(2) se ” " differences in grade or quality of material 
—Purchasing or 
Production Dept. 


(3) e in quantity of material consumed 
—Production Dept. 
and Definite Dept. 
concerned. 


(4) ” labour cost due to differences in wage rates 
—Production Dept. 
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” time required 
—Production Dept. 
and Definite Dept. 
concerned. 
”» ” changes or experiment in 
method of production 
—Administrative or 
Production Dept. 
volume of production 
—Dept. Foremen 
Production Manager 
Sales Manager 


Chapter V 
Budgetary Control 


Budgets Prepared 

Closely connected with Standard Cost is Budgetary Control. One 
of the means of this control consists in the preparation of the follow- 
ing budgets:— 

(a) Sales 

(b) Production 

(c) Selling, Administration and Financial Expense 

(d) Expected Net Profits. 


Budget of Sales 

The budget of estimated sales is the Zoundation for the other 
budgets; it is at the same time the most d’fficult and the most import- 
ant of all the budgets. It is prepared for a year with amounts for 
each twelve months. The basis used is the result of the previous 
year with adjustments for anticipated changes in the demand from 
the railway companies. Statement No. 2 shows how it is set up. 


Budget of Production 

With the Sales Budget completed it is possible to determine the 
estimated production required. Due to the fact that the product sold 
is standard and can always be disposed of in a relatively short period, 
the production is planned on the Sales Budget and not on orders as 
and when they are received from the customers, although this factor 
is allowed for to a certain extent. This has the great advantage of 
more or less equalizing the foundry output throughout the year. 


The Production Budget is supported by three subsidiary budgets: 
Direct Material Budget, showing by departments the quantity and 
cost value at basic rates, of each metal necessary for the estima‘e] 


production. 
Direct Labor Budget, showing by departments direct labor hours 
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and cost at basic rates, of each class of labor required for the 

budgeted production. 

3. Manufacturing Expense Budget, showing separately and ky de- 
partments the fixed and variable expenses. The fixed charges are 
based on past periods and the variable expenses are calculated at 
standard rates established for the volume of production planned, 
based on direct labor hours. 

These three Budgets are not illustrated because they are very simi- 
lar to Statements No. 5 and 6 described under Budget of Expected 
Net Profits. 

The set up of the main Production Budget is given on Statement 
No. 3. To save space, only the totals for the year are shown, but the 
same summary of information is made for each month for comparison 
with actual results. As to the Standard Cost for each class this is 
arrived at by the Weighted Averages methods explained under Actual 
Cost. 

Budget of Selling, Administration and Financial Expenses 
After the final determination of the sales and production budgets, 

the estimate Selling, Administration and Financial Expenses for the 

ensuing year are prepared on a monthly basis. An example of this 

Budget is afforded by Statement No. 4. 

Budget of Expected Net Profits 
When the Sales, Standard Production Cost, Selling, Administra- 

tion and Financial Expenses Budgets have finally been made up, 

Estimated Manufacturing and Profit and Loss Statements are pre- 

pared for each month and for the whole budget year. If the projected 

results are not satisfactory, revision of each estimate and changes 
in the policy of the management may be necessary. Examples of 
the Estimated Manufacturing Cost Statements are given on State- 
ments 5 and 6 and of the Estimated Operating Statement on State- 
ment 7. Similar statements are also drawn up for each month, but 
they have been omitted here to save space. 

Control of the Budgets 

Once the various budgets have been prepared and approved, pro- 
vision is made so that the executive may at all times throughout the 
budget period be in a position to know.exactly how the actual results 
compare with the budgets. Departure from budget requirements and 
limitations are carefully investigated and revision made to meet 
changing conditions. 


Conclusion 

The foregoing thesis does not give examples of the different R2- 
ports and Statements which are issued giving the actual figures. The 
reason for this omission is that they are similar to those drawn up 
for estimates and it would be lengthening unnecessarily the foregoing 
description to include them. 
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Original Copy for Cost Office 
Duplicate “ ‘“* General Office FORM 8 
FOUNDRY CoO. 

No. 
ADVICE OF MANUFACTURING 


JOURNAL BEARING 


EXPENSES 
Date 


TO COST OFFICE: 
Please record the following Manutacturing Expense in the month 
7), ee eee eee Ute OF ii: ae 


Description Mfg. Exp. Account Amount 


APPROVED: 


Accountant 


Original Copy for Shipping Dept. FORM i0 
Duplicate ‘ * Sales Office 
JOURNAL BEARING FOUNDRY C 


SALES ORDER 


TO SHIPPING DEPT: 
Please ship the following on .......(Date)....... 
Via 


Remarks Name of Customer Address Journal Bearings 


© > 9 © 
nm | 
nn 
we © 


APPROVED: 


Sales Manager 
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Original Copy for Customer’s Signature 






Duplicate Copy for General Office FORM 11 


Triplicate Copy for Finished Goods Stores 
Quadruplicate Copy for Shipping Dept. 


JOURNAL BEARING FOUNDRY CO. 
1005 AMBASSADOR ST. 
MONTREAL 


DELIVERY BILL 


DELIVERED TO:— 


IRIE ASIN h sectarian be ous aint give’ Al asta Aen ahem eR 
PN I cans gals ois Gibun BONO ARE PM DER OR ERTS 
DESCRIPTION OF GOODS DELIVERED REMARKS 
X Class 1 Jéurnal Bearings 

xXx “ 9 oe is 
. «3 
xX = 4 


Received in Good Condition the Above Described Goods. 
SIGNATURE 





(Customer ) 


FORM 16 
JOURNAL BEARING FOUNDRY CQO. 
RECAPITULATION OF SALES 


UGS Si cereieie/sinh's aidleoes 1b a 
INVOICE Dr CLASS SALES 
NUMBER A/C REC. 1 2 3 4 TAX 


TOTAL 


FORM 17 
JOURNAL BEARING FOUNDRY CoO. 
GENERAL JOURNAL 


OTE OE ois) oVinsersietei inte iecesasa 2o), . 


DATE NAME ACCTS. REC. ACCTS. PAY. GEN. LED. 
De. Cr. Dr. Cr. Dr. Cr. 
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COST AND MANAGEMENT 


STATEMENT 


JOURNAL BEARING FOUNDRY CoO. 


ESTIMATED DEPARTMENTAL COST STATEMENT 


DEPARTMENTS 
Melting Moulding Fettling Lining 
DIRECT MATERIALS: 

Copper 

Lead 

Tin 

Zine 

3abbitt 


Miscellaneous 


DIRECT WAGES 


DEPT’L EXPENSES: 
Supervision 
Indirect wages 
Power 
Electrodes & Nipples 
Repairs & Mtnce.—Lining 

Equipt. 

Flasks 
Supplies 
Depreciation 


Other Deptl. Expenses 


TOTAL DEPT’L COST 






” 


Total 


























































COST ACCOUNTING FOR A JOURNAL BEARING FOUNDRY 
STATEMENT 6 
JOURNAL BEARING FOUNDRY CoO. 
ESTIMATED MANUFACTURING COST STATEMENT 
REAtis ecwe-s 


Material Labor Total 
TOTAL DEPARTMENTAL COST 
GENERAL PLANT EXPENSES: 
General Maintenance 
Watching 
Medical 
Heating 
Power & Light 
Water 
Electrical Repairs 
Workmen’s Compensation 
Shipping & Freight 
Storekeeping 
Laboratories 
Loss on Defective Castings 
Depreciation 
Miscellaneous 
PLANT ADMINISTRATION: 
Superintendence 
Clerical 
Purchasing 
Costing 
Taxes 
Insurance 
Miscellaneous 
TOTAL COST OF MANUFACTURING 





STATEMENT 7 
yj JOURNAL BEARING FOUNDRY CoO. 
ESTIMATED OPERATING STATEMENT—YEAR 


Class 1 Class 2 Class 3 Class 4 Tot71 
SALES (per Statement 2) 
MANUFACTURING COST 
(per Statement 1) 
MANUFACTURING PROFIT & LOSS 
LESS: SELLING EXPENSE (per Statement 4) 
PROFIT & LOSS AFTER SELLING EXPENSE 


LESS: ADMINISTRATION EXPENSE (per Statement 4) 
LESS: FINANCIAL CHARGES (per Statement 4) 
PLUS: FINANCIAL CREDITS (per Statement 4) 


NET PROFIT & LOSS 
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AUTOMOBILE PLANTS DECENTRALIZED 





How the big plants of General Motors and Ford are being de- 
centralized is described by a correspondent of “Business Week” after 
a survey made in the Detroit area. 

In the case of General Motors, it represents mostly a trek out 
of Michigan; with Ford it is confined within Michigan’s boundaries, 
but is aimed at getting away from the huge concentration of men at 
Dearborn. 

Chevrolet will build immediately a plant at Buffalo to make 1,200 
motors and axles daily to supply assembly plants at Buffalo, Tarry- 
town and Baltimore. Heretofore all motors were made at Flint, al! 
axles at Detroit. The plant will cost $16,000,000; its equipment orders 
represent a windfall for machinery builders already staggering under 
an avalanche of business, 

The Flint engine plant today is Chevrolet’s most serious produc- 
tion bottle-neck. The company’s engine-building capacity is short of 
its assembly capacity. The Buffalo expansion will ra‘se it 20%. 
There are other reasons for the Buffalo move: (a) manufacture of 
key parts will be nearer branch assembly plants, shortening the time 
between placing car orders and delivering cars to the rich Eastern 
market; (b) freight savings will be made in moving materials to Buf- 
falo and from Buffalo to assembly plants; (c) Chevrolet will begin to 
get away from labor-torn Flint; and (d) union organizers no longer 
will be able to tie up production completely ty shutting down the FI'nt 
engine factory. 

Inc‘dentally the Buffalo plant is not an outgrowth of the G. M. 
strike, although the strike probably accelerated action. It has been 
under consideration for a year. 

Of five cities, Buffalo got the new plant because of its lake trans- 
portation facilities and the skilled men available. Buffalo, | ke Grand 
Rapids (where G. M. put a big stamping: plant last year), has a lerg2 
percentage of home owners. That means labor stability and less 
likelihood of men be‘ng influenced by labor agitators. 

Began After Strike 

G. M.’s decentralization began after the Chevrolet strike at Toledo 
two years ago. That led to spreading transmission manufacture 
among Muncie, Ind., Saginaw, Mich., and Toledo, whereas previcusly 
it had been 100% at Toledo. Then followed new assembly plants for 
Buick, Olds and Pontiac at Los Angeles, and Linden, N.J., the Grand 
Rapids plant for Fisher Body, and a small plant at Iona, Mich., to 
supplement work at Grand Rapids. A year ago Chevrolet considered 
putting an eng‘ne plant at Oakland, Calif., this project is still a 
possibility. 

For some time Fisher Body has been playing with the idea of 
erecting a big stamping plant in the East where it could serve all 
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AUTOMOBILE PLANTS DECENTRALIZED 


G.M.’s Eastern assembly plants, much as the Buffalo engine and axle 
plant will supply Chevrolet’s plants. It isn’t yet public information, 
but shortly Fisher will announce plans for immed‘ate erection of such 
a plant at a site not yet disclosed. This is another Icgical step in 
G.M.’s decentralization. There now are continuous sheet and strip 
mills in the East which can furnish raw materials at close hand. 
Haulage costs will be cut from steel mills to the stamping plant and 
from the latter to car assembly plants in various parts of the country. 

Fisher will be further freed from dependence on its No, 1 plant at 
Flint for stamp‘ngs escential to all cars, Grand Rap‘ds already help ng 
to alleviate this acute situation. It is reported on good authority 
Fisher is planning substantial expansion at the recently-acquired 
Ionia, Mich., plant. 

Ford’s decentralization has taken the form of small factories 
dotting the southern Michigan map. It started in 1920 with a valve 
plant at Northville, and has gained speed during the last few years. 

Twenty Small Plants 

There are 20 plants today. Ford’s program calls for at least 30 
more. All will be within 65 miles of the Rouge plant to which the 
products can be transported cheaply in Ford V-8 trucks. 

It is impossible to decentralize automobile manufacture past a 
certain point and re‘ain advantages of mass production. There always 
will be concentration of heavy work (engines, bodies, etc.), but fabri- 
cation of light parts can be done just as well in small plants away 
from the congested areas, according to the Ford theory. 

Mr. Ford is in personal command of the “village industries” de- 
velopment. Every factory is located on a small stream which can be 
dammed up and the waterpower used to help run the machinery. He 
selects each new site, insists on the surrounding being attractive for 
the worker. Employees live within a stone’s throw of their work, 
either farm a fair-sized acreage or have large gardens. The result 
is they have a country home with a city income, an ideal comb:nat’on. 


Products are Better 

The Ford management has noted better workmanship and improv- 
ed quality of product where men are put in small plants (numbering 
from 10 to 400 employees). Today there are 190 departments with a 
total of 89,000 men in the Rouge plant. That highly centralized pro- 
duction will be reduced when Mr. Ford’s 50 village industries are in 
operation. 

Chrysler also is aware of the benefits of decentral‘zation. It has 
located a branch assembly plant for Plymouth at Evansville, Ind., 
has a West Coast factory at Los Angeles, a service parts manufactur- 
ing plant at Marysville, Mich. It wouldn’t surprise Detroi:ers should 
Chrysler take action in the next year to get further away from its 
concentration in Detroit where all its main factories are located. 
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REFERENCE LITERATURE 


RECEIVED IN APRIL 








Raw Materials, Practice in Accounting for. National Association 
of Cost Accountants, March 15. 

Industrial Control, Technique of. National Association of Cost 
Accountants, April 1. 

Inventory Taking and Valuing, Problems of. National Associa- 
tion of Cost Accountants, April 15. 

Rationale of Cost Accounting, The. The Accountant, March 13. 

Stock-in-Trade or Inventories, Valuation of. The Accountant, 
April 3. 

Installation of a Cost System, The. The Incorporated Account- 
ants’ Journal, March. 

Foundry Costs. The Cost Accountant, February. 

Gas Production Costs. The Cost Accountant, March. 

Standard Costs, Is Continuous Costing’ Necessary in Conjunction 
with? The Cost Accountant, March. 

Terminology, Costing. The Cost Accountant, March. 

Price Differentials, Differences in Cost as a Basis for. The Jour- 
nal of Accountancy, April. 

Production Control. The Australian Accountant, February. 








| CHAPTER NOTES | 


MONTREAL 








The very rapid progress which is being mad2 in Canada’s mining 
industry at the present time lent interest to an address, on January 
29th, by Mr. G. C. Monture, Chief Editor, Department of Mines, 
Ottawa, on “The Mining Industry of Canada.” At the conclusion o- 
h's address, Mr. Monture projected several reels of moving pictures 
which showed the production of gold and silver from the hueing of 
the ore underground to the ultimate casting of the ingots. 


February 26th 


On February 26th, Municipal Account ng and Finances was cap- 
ably dealt with by Mr. E. T. Sampson, secretary-treasurer of the Mon- 
treal Metropolitan Commission; Mr. Sampson's address ‘s to b2 pub- 
lished in “Cost and Management” at an early date. 
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March 12th 


Tht first meeting of creditors and shareholders cf te bankrupt 
Hope Washing Machine Company, operated and cwned (on paper only) 
by this Chapter, was held on March 12th last, when the nefariovs 
practices of certain reputable ccst accountants, who are directors of 
the company, were brought to the light of day tirough the report o° 
the trustee, Mr. H. C. Hayes. 

This report disclosed such shocking irregularities upon the part 
of the d‘rectors, Messrs. Bowden, Mackenzie, Wright and Buzzell, tat 
Mr. Justice Hugh O’Donnell ordered them to be committed for crimi- 
nal trial on a charge of conspiracy to defraud the creditors and share- 
holders of the company—this being a quite usual occurrence in the 
lives of the directors of this company! 

The battle of wits between Mr. James C. Binnie, the prosecuting 
attorney, and the defaulting directors, who were subjected to a lengthy 
and grilling cross-examination regarding the‘r actions in the com- 
pany’s affairs during the past year, showed conclusively that the 
directors were past-masters in the art of evasion. They were defend- 
ed by Mr. R. deWolZe Mackay who d'd everything he could, but with- 
out avail, to prove that their actions were in the best interests of the 
company. 
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Mr. Justice O’Donnell, however, after hearing the ev'dence, decid- 
ed that there was a conspiracy to defraud and sentenced all the direc- 
tors to seven years imprisonment with hard labour, each director to 
be incarcerated in a different jail to prevent them from holding meet- 
ings for the purpose of concocting fur.her frightfulness. 

Taken altogether, the evening was highly interesting, instructive 
and amusing, to the some cne hundred and seventy five people pre*ent. 


April 2nd 


On April 2nd, opportunities for the saving of money through 
2 scientific approach to accounting were dealt with by Mr. A. C. Far- 
rell, sales accountant of the Dennison Manunfacturing Company, 
Framingham, Mas:s., and president of Boston Chapter of the National 
Association of Cost Accountants. 

A scientific system, he sa‘d, resulted in a minimiz!ng of the human 
clement in errors, speed and fatigue. Mr. Farrell explained the in- 
centive remuneration system establ’shed in his company where the 
saving of time was linked with a clerk’s pay by means of bonu:es. 
This system, he said, added to the earnings of employees, lowered the 
unit cost of operation, simplified supervision, and the increase in speed 
brought about a reduct‘on in routine error. Rates, however, must be 
guaranteed and maintained unless methods of work changed. 


April 16th—Annual Meeting 


At the annual general meeting of the Chapter, held on April 16th, 
the Zollowing members were elected to the board of directors of this 
Chapter: 

Chairman: Mr. E. J. Loiselle; Vice-Chairman: Mr. G. I. MacKenz’e. 
Directors: Mes:rs. T. Ashworth; J. E. Beauvais; W. Bentley; H. W. 
Blunt; L. Galipeau; R. Joubert; A. V. Madge; E. R. Maloney; J. S. 
Miller; D. B. Peddie; J. G. Renaud; W. D. Sanford; T. I. Smyth. 
Auditors: Messrs. R. C. Stevenson, H. W. Blunt. 

The following members were nominated for seats on the Dominion 
Board: Messrs. G. T. Bowden; L. N. Buzzell; P. E. Dufresne; D. R. 
Patton; J. P. Rolland; P. W. Wright. 


TCRONTO 


At the annual meeting of Toronto Chapter on April 13:h, the 
following directors were elected: 

G. Appleton, Toronto Hydro-Electric System; R. S. M. Ausman, 
Gurney Foundry Co., Ltd.; W. T. Brickenden, B.A.Sc., M.E., Thorne, 
Mulholland, Howson & McPherson; H. E. Bunt, Lever Bros., Ltd.; 
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D. W. Ewles, Copeland Chatterson, Ltd.; H. M. Hetherington, Viceroy 
Manufacturing Co., Ltd.; R. S. Kellow, Hinde & Dauch Paper Co. of 
Canada, Ltd.; C. D. Landell, Canada Dry Ginger Ale, Ltd.; J. M. 
McKee, International Business Machines Co., Ltd.; R. H. Metcalfe, 
Massey-Harris Co., Ltd.; H. S. Pratt, Consclidated Bakeries of Canada, 
Ltd.; W. F. Putt, Steel Company of Canada, Ltd.; J. F. Roberts, J. P. 
Langley & Co.; R. F. Bruce Taylor, C.A., Edwards, Morgan & Co.; 
R. J. Williams, Canadian Wm. A. Rogers, Ltd. 


The directors subsequently elected the following officers: Cha:r- 
man, Geo. Appleton; Vice-chairman, R. F. Bruce Taylor, C.A.; Secre- 
tary-treasurer, J. F. Roberts. 


It was decided to recommend to the Dominion Board that the 
membership fee be reduced, and that the monthly magazine be discon- 
tinued and be replaced by some publication to which members could 
subscribe. 


J. M. McKee, was appointed chairman of the program committee, 
with R. S. M. Ausman and C. D. Landell as members. Mr. R. F. Bruce 
Taylor was appointed chairman of membership, with H. E. Bunt and 
H. M. Hetherington as committee members. 


HAMILTON 


The last and closing meeting of Hamilton Chapter was held on 
Wednesday, April 28th at the Wentworth Arms Hotel and took the 
form of a dinner for the members, their wives and friends, followed 
by a theatre party at the Palace Theatre, Hamilton. There was an 
attendance of forty and undoubtedly it was the high-light of the 
season. 


Mr. O. H. Menzel, Retiring President, presided and was assisted 
by Mr. H. P. Wright, Dominion President, who presented to Mrs. 
Menzel and Mrs. R. Dawson, wife of the Secretary-Treasurer, bouquets 
of roses. Following this he presented to R. Dawson, on behalf of 
the members of the Hamilton Chapter a gold watch as a token of 
appreciation for valuable services rendered as Secretary-Treasurer 
during the past six years. 
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Officers for the season of 1937-1938 were introduced as fzllows: 
Pres dent—W. G. Smitton, Dominion Foundries & Steel Co. 
Vice-President—W. H. Furneaux, Delta Products Limited. 
Sec.-Treasurer—R. Dawson, Hoover Company Limited. 


Directors-—-A. G. Howey, Mercury Mills Limited, 
M. I. Long, C.A., Long & Marshall, 
A. C. Frazer, Steel Company of Canada, Limited, 
K. M. Horton, Cosmos Imper‘al Mills Limited, 
H. P. Wright, Wright Pounder & Company, 
O. H. Menzel. 


tepresentatives on the Dominion Board— 


M. I. Long, C.A. 
R. Dawson. 


The past season was considered to be one of the very best in the 
history of the Chapter and it is quite likely that in future the closing 
meeting will take the form of a Ladies’ Night somewhat similar to 
the one recently held. All members are looking forward to the Annual 
Summer Golf Game which is usually a source of keen satisfaction to 
the golfing fraternity among the members. 


9% 


Lady (on the phone): “Is that the wireiess shop? 
“Yes.” 
“Well this set we bought is all right, but the band is playing too 


9 


fast. How do we slow down? 


* * * 


Father—Why were you kept in at school? 
Son—I didn’t know where the Azores were. 
Father—In future just remember where you put things. 








